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CERTIFIED MAII, 

. 
Dear Applicant: 

We have considered your appl icat ion f o r  recogni t  i on  o f  exemption 
under the provisions o f  sect ion 501(a) as an organizaion described i n  
sect ion 501(c) (6) o f  the In te rna l  Revenue Code. 

The informa t i o n  submitted ind icates tha t  you were organized on 
************* **** *****  as an unincorporated association. Your purposes as 
stated i n  the document submitted as your Const i tu t ion and Bylaws are "(1) 
t o  provide education about the uses o f  *********  and associated top ics among 
the users o f  ********* ; (2) t o  provide a formal communications mechanism 
between the users o f  *********  and *************** ********** *********** ****  ******** M), 
developers o f  ********* , t o  inform ****** about user needs and t o  al low ****** t o  
respond t o  these needs." Your primary a c t i v i t y  i s  t o  provide education 
about the uses o f  the software among the usprs o f  *********  and t o  provide a 
***************** s mechanism between the users and *************** * * * * * * * * *  
*********** ** . the developers o f  ********* . You also issue a newsletter t o  
your members. 

Your organization holds an annual conference a t  which speakers from 
the user comuni ty  and Prom *************** ********** *********** ****  present 
papers describing uses o f  ********* , technical  issues associated wi th  the use 
o f  *********  and ideas f o r  new development. Your f i r s t  conference was he ld  
from ************* **  t * * **  i n  **********  *****************  and was attended by ****  
representatives fr. n***  corporations. 

Section 501 (c) (6) o f  the I n te rna l  Revenue Code provides f o r  exemption 
o f  business leagues no t  organized fo r  p r o f i t  and no p a r t  o f  the ne t  
earnings o f  which inures t o  the benef i t  o f  any p r i va te  shareholder or 
ind iv idual .  



Section 1.501 (c) (6)-1 of the Income Tax Regulations s t a t e s  that  a 
llbusinc.ss leaguett is an association o f  persons paving some common business 
in teres t ,  the purpose of which i s  t o  promote such common in teres t  and not 
t o  engage i n  a regular business of a kind ordinarily carried on for 
profit .  Its ac t iv i t i e s  should be directed to  the improvement of business 
conditions of one or more l ines  of business a s  distinguishgd from the 
performance of particular services for individual purposes. 

In a Court Case, The National Muffler Dealers Association, Inc. v.  
U.S. 440 U.S. 472(1979) the position of the Internal Revenue Service was 
upheld and the Court denied exemption t o  The National Muffler Dealers, 
Association, Inc . because it confined i t s  membership t o  dealers franchised 
by a particular campany and its ac t iv i t i e s  t o  the businesses of tha t  
company. 

Revenue Ruling 83-164, I R B  1983-44 describes an organization whose 
members represent deversified businesses that own, rent ,  or lease computers 
produced by a single computer manufacturer. The organization described 
above was determined not t o  be exempt from Federal income tax a s  a business 
league under section 501(c) ( 6 )  of the Code. By directing its a c t i v i t i e s  
only t o  the users of a single brand of computer, the organization was 
determined t o  be directing its ac t iv i t i e s  towards the improvement of 
business conditions i n  only segments of the various l ines  of business t o  
whicf. i t  members belong. Because i.t limited its ac t iv i t i e s  t o  the users of 
a single brand of  computer, the organizationts ac t iv i t ies  were not directed 
forwards the improvement of business conditions i n  one ore more l ines  of 
business w i t h i n  the meaning o f  section 1.501(c) (6)-1 o f  the regulations. 

Ch the basis of the evidence presented, we hold that your 
organization does not qualify for exemptioi: under Section 50l(c)  (6)  of the 
Internal Revenue Code bec21~se your ac t iv i t i e s  are not directed t o  the 
impravement s f  one or more l ines of business because i t  i s  confined t o  
users of ****** , a computer software package, developed by **********  
******** ******* **  . 

Accordingly, it is held that you do not qualify for recognition of 
exemption from Federal income tax under Section 501(c)(6) a s  a business 
league. Therefore, you a re  required t o  f i l e  Federal income tax returns on 
Form 1120. 



If you agree with our f ind ings  please s i g n ,  date and r e t u r n  one copy 
o f  t h e  enclosed Form 6018 t o  t h i s  o f f i c e .  

I f  you do not  agree  with the  determinat ion,  you may reques t  a 
Conference with t h e  Regional Direc tor  o f  Appeals by p r o t e s t i n g  i n  
accordance with t h e  enclosed i n s t r u c t i o n s  wi th in  30 days. 

P r o t e s t s  submitted which do n o t  con ta in  a l l  t he  documentation s t a t e d  
i n  t h e  i n s t r u c t i o n s  w i l l  be re turned  For completions. 

Very t r u l y  yours ,  

******* *********  

District Direc tor  

Enclosure: R ~ b l i c a t i o n  892 



- FArm 6018 Department of the Treasury.lnternal Rwonue Service Prepare In 
b 

ldug~tst 1070) Consent to Proposed Adverse Action Duplicate 
(All references are to the lnten~al Revenue Code) - ..- 

Case Nurnl~or Date of Latest Determination Letter 

* * *  Name of Organization or Kan and Address 
* 

I consent to the proposed adverse action relative to the above organization or plan, as shown by the box(es) checked below. I 
understand that if Section 7428, Declaratory Judgments Relating to Status and Classification of Organizations under Section 5011~) 
(31, etc.; or Section 7476, Declaratory Judgments Relating to Qualification of Certain Retirement Plans, applies, I have the right to 
protest the proposed adverse action. 

MATURE OF ADVERSE'ACTION 

#- Denial of exemption 

n Revocation of exemption, effective 

n Modification of exempt status, effective 

0 Classification as a private foundation (section 509(a)], effective 
- 

C] Classification as a non.operating foundation (section 4942(j)(3)), effective 

Non-qualification under section 401 [a) 

Classification as an organization described in section 509(a)( );effective 
- 
0 Classificatiori as an organization described in section 1 7 0 ( b ) ( l  ) (A ) (  1, effective 

I f  you agree to  the adverse action shown above, please sign and return this consent. You should keep a copy for your records. 

If you sign this consent before you have exhausted your administrative appeal rights, you may lose your rights to a declaratory judg- 
ment under section 7428 or 7476. 

(Signature ii?structions are on the back of this form.) 

Name of Oryanization or Plan 

~xna ture  and Title Date 

Sgnature and Title Date 

Form 6018 181791 




